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E.O. 11652: NA 
GAGS: EEIN EMRG CO 

SUBJECT: GOC ISSUES ADDITIONAL ECONOMIC DECREES 

1. GOC ACTING UNDER EMERGENCY ECONOMIC POWERS ISSUED DECREE 
(LATE SEPT 20) SUBSTANTIALLY RAISING SALES TAX. AT SAME 

TIME, UTILIZING NON-EMERGENCY AUTHORITY IT REDUCED TAX CREDIT 
(CAT) PAID ON EXPORTS. 

2. SALES TAX DRECREE ESTABLISHES THREE BASIC RATES OE 6, 15 AND 
35 PERCENT. HIGHEST RATE APPLIES TO SUCH LUXURIES AS SILVER- 
WARE, FURS, PERFUME, JEWELRY, LIQUOR AND WINES, PHOTOGRAPHIC 
EQUIPMENT, AUTO MOBILES, SMALL AIRCRAFT, MOTORCYCLES AND 
RECREATIONAL WATERCRAFT, MEMBERSHIP PEES AND SERVICE CHARGES 
IN SOCIAL AND SPORTS CLUBS. THE 15 PERCENT RATE COVERS SUCH 
ITEMS AS CHEWING GUM AND CANDY, OLIVE OIL, GAS AND ELECTRIC 
STOVES, REFRIGERATORS AND FREEZERS, AIR CONDITIONERS, PARKING 
FEES, INTERNATIONAL TELEGRAMS AND TELEPHONE CALLS, 

INSURANCE PREIMUMS (EXCEPT LIFE), AND PRODUCTS WHICH ARE 
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NEITHER EXEMPT NOR SPECIFICALLY SUBJECT TO ANOTHER RATE. 
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THE 6 PERCENT RATE APPLIES TO SUCH ITEMS AS SEWING MACHINES, 

SPARE PARTS FOR VEHICLES AIRCRAFT, AND BOATS, TEXTILES, 

CLOTHING AND FOOTWEAR, IMPORTS SUBJECT TO GLOBAL LICENSING, 

MESCELLANEOUS ELECTRICAL APPARATUS, MICROSCOPES, SURGICAL 
AND MEDICAL AND DENTAL APPARATUS, MEASURING AND CONTROL 
INSTRUMENTS, GLASS, PLANE OR BOAT TICKETS FOR INTERNATIONAL 
TRANSPORTATION, NATIONAL TELEPHONE AND TELEGRAPH SERVICE, 

REPAIR SERVICES AND OILS AND LUBRICANTS. (GASOLINE TAX 
CONTINUES AT 10 PERCENT). NUMEROUS ARTICLES EXEMPTED 
FROM TAX INCLUDE FOODSTUFFS NOT OTHERWISE TAXED, BOOKS AND 
PERIODICALS, DRUGS AND MEDICINES, EXPORTS, FUNGICIDES AND 
HERBICIDES, FARM MACHINERY, AVIATION GASOLINE AND MARINE 
DIESEL OIL, TAXIS, BUSES AND TRUCKS, TIRES AND RUBES, 

RAILROAD EQUIPMENT, AIRCRAFT FOR PUBLI TRANSPORT AND 
FUMIGATION. DECREE ALSO ESTABLISHES NEW AND COMPLEX REGULATIONS 
FOR ASSESSMENT AND COLLECTION OF TAX. 

3. DECREE ON EXPORT TAX CREDIT IN ESSENCE REDUCED GENERALLY 
APPLICABLE 15 PERCENT RATE TO 7 PERCENT FOR AGRICULTURAL 
PRODUCTS AND 5 PERCENT FOR ALL OTHERS. TWO PERCENTAGE POINTS 
OF THE 7 PERCENT RATE GRANTED TO AGRICULTURAL ITEMS WILL BE 
RESERVED FOR COLOMBIAN AGRICULTURAL INSTITUTE (ICA) TO 
COVER COST OF TECHNICAL ASSISTANCE TO SMALL FARMERS AND 
RANCHERS. AGRICUTURAL PRODUCERS WILL THERE FORE IN FCT 
RECEIVE ONLY 5 PERCENT CREDIT. DECREE ALSO VIRTUALLY ELIMINATES 
CREDIT FOR A SUBSTANTIAL LIST OF ITEMS SUCH AS PRECIOUS STONES, 

SUGAR, AND PAPER BY REDUCING IT TO ONE PER THOUSAND. 

4. ADDITIONAL DETAILS ON FOREGOIN WILL BE REPORTED SEPARATELY. 

5. IN MEANTIME SUPRMEE COURT HAS RECEIVED FOR REIVEW DECREES 
ISSUED EARLIER UNDER EMERGENCY ECONOMIC POWERS: (A) DECLARATION 
OF STATE OF ECONOMIC EMERGENCY, (B) NATURAL GAS EXPLORATION, 

(:) IMPOSITION OF TAXES ON STATE-OWNED COMPANIES AND (D) ELIMINA 
TION OF PUBLIC RELATIONS ACTIVITIES IN DECENTRALIZED AGENCIES. 

6. COMMENT: THE MONTHS OF PLANNING AND PREPARATION ARE NOW CLEARLY 
OVER AND THE LOPEZ ECONOMIC TEAM HAS BEGUN TO MOVE FAST AND HARD TO 
BRING INFLATION UNDER CONTROL AND INCREASE REVENUES. DURING 

THE PREPARATORY PERIOD, LOPEZ ENJOYED GREAT POPULARITY AMONG 
THE HIGHER INCOME BRACKETS OF THE COUNTRY. BUSINESS AS 
USUAL APPEARED TO BE THE ORDER OF THE DAY AND BRAVE WORDS 
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UNACCOMPANIED BY ACTIONS CONSITUTTED NO SURPRISE TO COLOMBIANS 
WHO HAD OBSERVED THAT PARTICULAR PHENOMENON MANY TIMES BEFORE. 

HOWEVER, THE MEASURES DESCRIBED ABOVE WHEN COUPLED WITH THE 
END OF TH WHEAT SUBSIDY AND THE APPARENT INEVITABILITY OF 
ADDITIONAL TAX MEASURES WILL HAVE A PROFOUND EFFECT ON 
THE UP-TO-NOW BROAD BUT UNFOCUSED AND ALMOST ABSENT-MINDED 
SUPPORT LOPEZ HAS ENJOYED. 

VAKY 
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